






LOCAL AUTHORITIES AND ECONOMIC DEVELOPMENT PRIVATE IN SCOTLAND





The recently published Consultation Paper on the reform of local government in Scotland presents options which will have profound effects upon economic development activities of Scottish local authorities. In order to promote an informed debate on these proposals and to ensure that the role of local authorities is fully understood and recognised, the Convention of Scottish Local Authorities (COSLA) commissioned a report to identify the breadth, scale and importance of their activities in the field of economic development. 1/ This was published in September 1992.

Before discussing the findings of the report it is worth mentioning some differences between economic development support in Scotland and elsewhere in Britain and why the findings may be of interest to those south of the border. First, for over 15 years local authorities have been operating closely with regional development agencies - Scottish Enterprise, Highlands and Islands Enterprise and their Local Enterprise Companies (Lecs). 2/  Such agencies affect the way local authorities operate in the field of economic development but they also widen the relevant powers of the public sector overall. Proposals for similar types of agencies for England have been put forward by various bodies and political parties (including for example the recent Prince's Working Group on Innovation) and are being used as a model for local economic development in parts of Eastern Europe such as Hungary under the European Commission's Phare Programme. 

Second, there is generally a strong tradition of partnership working in Scotland. For example, the government's major initiative for peripheral estates, New Life for Urban Scotland, explicitly recognises the key role of local authorities, which is in marked contrast to the experience with Urban Development Corporations in England. Numerous area-based and other initiatives throughout the country have commonly involved other agencies and the local communities as well as local authorities, with the prospect of SE/Lec external funding and the experience of good-practice elsewhere providing strong incentives for partnership.

The COSLA report is based upon reponses to a detailed questionnaire in early 1992 by all 12 Regional and Island Authorities (broadly equivalent to County Councils) and 50 of the 53 District Councils (although 8 small rural Districts did not complete the questionnaire replying that they did little in the field of economic development, leaving such activity to the Regional Council). 3/ In addition to aggregate data on answers by each tier of local government, the report is illustrated by a large number of individual case studies. 


II  WHY LOCAL AUTHORITIES ARE INVOLVED IN ECONOMIC DEVELOPMENT
 
The COSLA report starts by outlining why local authorities are involved in economic development. The reasons given include: their responsibilities, as democratically elected bodies, for the social and economic well-being of the whole of their community; their relevant powers and resources; and their knowledge of local needs and opportunities. 4/  Also local authorities are major employers with many services unavoidably have a direct or indirect impact upon the local economy, and in their turn the demand for and effectiveness of many services are influenced by the conditions of the local economy. Hence The COSLA report then discusses the advantages of direct economic development work by local authorities, in particular:

- greater likelihood of utilising their unique powers to assist economic development projects;
- more choice in sources and forms of advice or assistance for businesses;
- a focal point within the local authority to promote joint working with other agencies, making the operations of each more effective and efficient;
- more joint working between the private sector and local authorities;
- a broadening of agenda on joint projects as the wider concerns of the local authorities and local communities are included (for example impacts upon disadvantaged groups);
- greater integration between physical infrastructure, training and education and business support;
- less danger of them carrying out their necessary regulatory roles (such as planning) without fully appreciating the effects upon the local economy; and
- a significant level of resources put into the economic development support infrastructure.

The government's first local government reform consultation or 'Green Paper' in June 1991, suggested that economic development should rest with the Lecs and not local authorities. However, the second consultation paper in late October 1992 takes a different view and appears to accept a wide range of local authority economic development activities, including financial and advisory assistance to firms, provision of land and buildings, overseas trade promotion and support for other industrial development agencies. The government is now requestion views on whether or not these powers should be defined in statute. 5/

III  WHAT LOCAL AUTHORITIES DO: ECONOMIC DEVELOPMENT POLICIES AND SERVICES

The chief functions of economic development units are shown in table 1. Most Regional Councils consider the direct provision of business support services as a very important function, as do most larger Districts. Acting as a catalyst or facilitator is also very important as is the liasion role with outside organisations or firms and an advocacy role within the local authority. The diverse range of economic development activities and policies carried out by local authorities are discussed under seven main headings, although it is recognised that most policies will have elements overlapping more than one of these.  The headings involve the local authorities in: their strategic role; the business support;  physical infrastructure; support for people and training; initiatives aimed at the disadvantaged; attracting external resources; and other local authority functions.
 
i) Strategic and Initiative Development Roles
- Some 83% of Regional Councils and 45% of reponding Districts had a formal economic development strategy or statement, in most cases developed after consultation with other government agencies, organisations and the private sector. At the level of more specific projects and initiatives, all Regions and three-quarters of Districts cited acting as a catalyst to develop economic initiatives as a very important function.

(ii) Business Support Infrastructure
- A wide range of business support services to help business growth and investment were provided directly by Authorities, particularily by Regions and larger District Councils. In many cases services were provided by third parties with local authority funding (for instance, Enterprise Trusts, Co-op or Community Business support agencies, area initiatives etc.). Some of these services are outlined in table 2, although the full range includes: 
- counselling and advice to firms, with avoidance of duplication with other agencies through formal or informal mechanisms by over 90% of Authorities; 
- working with other agencies such as the government's Locate in Scotland and Lecs to attract inward investment; 
- supporting trade development, for example through trade development centres; 
- aiding the introduction of new technology in products or production processes; 
- filling gaps in the availability of finance with #4.5m  grants, loans, loan guarantees and some equity provided to 4,461 firms in 1990/91; 
- providing over £1.1m for company training and £3.8m in wage subsidies for the young and long termed unemployed; 




- The traditional view of industrial development often primarily involved improving the physical environment and meeting the infrastructure needs of manufacturing industry, such as roads, sewerage and property. Now the role is much wider with service industries and the tourism industry often targetted. Unfortunately only half of the authorities gave detailed data on property provision, but these supply: 2,653 industrial units (often of a size and in locations unattractive to private developers, with over three-quarters of units under 200 sqm, so being suitable for small start-ups); nearly a thousand hectares of industrial land; 732 commercial units (again mostly small); and 2,751 retail units.  These provide over £32m in income as well as helping support employment. 

Priority is often given to the processing of industrial and commercial planning applications and most local authorities give priority to allocating and safeguarding such land in Local and Structure Plans.  

Well over £8.4m was spent by local authorities on environmental improvements often in partnership with the private sector, including £1.9m for industrial area improvements, over half with other agencies and the private sector; over £1.3m on land reclamation; £2.9m on town centre improvements with 20% on joint projects with the private sector, and £1.8m on tourism areas. These figures underestimate the full contribution by excluding long term maintainance.

(iv) Support for People
- Many local authorities were found to play an active and innovative role in supporting people entering the labour market or seeking new or better jobs through improved training and access to employment. Many of the training schemes were linked to the development needs of local businesses and hence permanent job opportunities (for example in the introduction of new technology), while others involved developing European Social Fund initiatives or running government training schemes, such as YT. Local authorities also provided over 5,000 places for people with numeracy and literacy problems specifically to help them gain improved access to employment or employment related training.  Nearly 150,000 young people and adults were given careers guidance outside of the schools and Further Education colleges services, while 14 compacts involving groups of schools and local employers cover nearly 5,000 pupils. The transfer of control of FE Colleges from local authorities has weakened their role as direct training providers but it is likely that many joint initiatives with Colleges will continue or be developed.

(v) Initiatives Aimed at the Disadvantaged
- A leading role is played by local authorities in nearly all initiatives in the many urban and rural disadvantaged areas, with 83% of Regions and 36% of Districts involved in such initiatives.  Experience has shown the need for intra- and inter-organisational co-operation to deal with the full range of problems and issues in a comprehensive, effective and efficient way rather than in an ad hoc ineffectual manner. For instance, in some initiatives housing, health, environmental and other problems were being tackled concurrently with policies seeking to raise incomes through training, employment, benefits advice etc. and those seeking to reduce living costs for residents through energy efficiency schemes, transport, shopping etc.

Additionally many authorities have specific programmes to aid disadvantaged groups with employment such as the disabled (67% of Regions and 14% of Districts), young unemployed (67% and 36% respectively), long-term unemployed (58% and 48%) and those needing childcare (42% and 26%).

(vi) Attracting External Resources to Support the Local Economy.
- Attracting resources from external bodies to fund economic development initiatives or to increase support for the local economy was a very important function for over half the authorities. For example, Strathclyde Region with support from the Scotish Office attracted #275m of European Commission grants over 1988-92. Other resources include the Urban Programme or convincing national bodies to set up initiatives locally.

(vii) Other Local Authority Functions
- Many local authority functions while not specifically aimed at economic development can have a significant impact upon the local economy. Some examples are given  such as trading standards, the protection services (including specialist fire services for industrial complexes and the North Sea), environmental health, libraries with services for businesses or the unemployed etc., recycling and building control.


IV PARTNERSHIPS AND NETWORKS

How local authorities go about economic development was found to vary with many having long histories of working in partnership with other agencies and the private sector. Different forms of partnership, ranging from joint strategies to 'one-off' projects or common funding of specialist agencies, play significant roles in seeking to raise efficiency and effectiveness and to avoid duplication of effort. 

The study found that good working relationships were quickly established with the new Local Enterprise Companies, with all Regional Councils and 88% of Districts citing relationships as positive or very positive (table 3).  There are generally higher levels of consensus with the LECs on the problems facing their local economies and necessary solutions, compared with the period before LECs came into operation.  There is a high level of co-operation on local projects and strategies, particularly on environmental projects (with over three-quarters of local authorities involved in joint projects with LECs), business development projects (involving 75% of Regional and 55% of District Councils respectively), property development (50% and 63% respectively), and training (75% and 33%).

Elsewhere local authorities often make important 'in-kind', expertise and cash contributions to a variety of partnerships.  For example, joint strategies are often developed with area tourist boards, with local authorities also contributing over £6m in grants to them in 1990/91, as well as running events and developing and operating attractions.  In the case of Enterprise Trusts, in addition to close working and 'in-kind' support, local authorities provided them with £1.67m in grants (a higher cash contribution than the private sector although with a lower 'in-kind' contribution).


V RESOURCES AND EVALUATION

The level of resources devoted by local authorities in Scotland solely or primarily for the purposes of economic development was over £90m in 1990/91.  This excludes much expenditure on roads, sewers etc. or on staffing other than that primarily involved in economic development.  Of this, £54m was spent by Regional Councils and £37m by District Councils.  Much of the expenditure was eligible for European Commission aid, and hence the net cost to the authorities was lower.  Capital expenditure made up 33% of the total (£30m).  Of the £60m revenue expenditure, property management comprised £7.8, grants/loans to companies £7.7m, £4.6m was spent on promotion, £6.6m on training and £4.0m on area/special initiatives.






In conclusion the role of local authorities in economic development is very significant in terms of overall scale, variety, and adaptability to local opportunities and problems. Policies and services vary considerably by location and scale of the authorities, with Regional Councils and larger Districts providing the most comprehensive services. Of particular importance is the general emphasis upon operating in close partnerships with other agencies and the private sector from the strategic level to that of individual projects.  Encouragingly, working relations with LECs are positive and considerable effort is made to avoid duplication of services while ensuring choice for those seeking business support. 
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